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AICPA

Washington Report
September 17, 1973
Volume I, Issue 37

CIVIL AERONAUTICS BOARD
A termination notice of rulemaking in the case of monthly
reports to be filed in accordance with the uniform
system of accounts has been issued. (See 9/10/73 F e d .
R e g ., p. 24661).
A review of the major air carriers
by the Board's audit staff revealed that a large
percentage of forwarders' accounts with direct air
carriers were overdue.
The response to the proposed
rules however, was decidedly against the reporting
requirement.

COST ACCOUNTING STANDARDS BOARD
An effort to secure access to defense contract's disclosure
statements filed with the Cost Accounting Standards
Board has failed.
The U.S. District Court for the
District of Columbia concluded that the "specific
cost-accounting principles, practices and methods
which are used by (defense contractors) as a
contractual baseline with the Government" are
confidential financial or commercial information
falling within the fourth exemption of the Freedom
of Information Act of 1970.
The confidential nature
of the information was held by the Court to be the
overriding factor in the case. (Petkas v. Staats,
USDC-D.C., 8/23/73).
COST OF LIVING COUNCIL
Phase IV oil regulations clarifying the method by which
refiners compute ceiling prices and base prices have
been issued by the C L C . These regulations were
designed essentially to ward off the shortage in
No. 2 heating oil by providing pass through provisions
on imports.
The amendment will allow full recovery
of increased costs of imports on a dollar for dollar
basis. (See 9/14/73 Fed. R e g ., p. 25686).
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DEFENSE, DEPARTMENT OF
A public meeting of the N a v y ’s Audit Advisory Committee
has been scheduled for 9/24/73 in Virginia Beach, Va.
The agenda will consist of discussions of informationsystem-development auditing, employee mobility,
expansion of professional disciplines, audit utilization,
audit follow-up, and approaches to ADP auditing.
For
further information, call 202/545-6700.
ENVIRONMENTAL PROTECTION AGENCY
Finalized rules establishing guidelines on cost effectiveness
analysis under the Federal Water Pollution Act amend
ments of 1972 have been issued.
These regulations
become effective 10/10/73 and will be used by the
agency in its state and local assistance grants
program. (See 9/10/73 F e d . R e g ., p. 24639).
FEDERAL TRADE COMMISSION
Four accounting professors have been named as consultants
t o the Commission’s line-of-business report program.
They are:
Sidney Davidson, Arthur Young Professor of
Accounting and Dean of the Graduate School of Business
at the University of Chicago; Joel Demski, Professor
of Information and Accounting Systems, Stanford
University Graduate School of Business; Alfred
Rappaport, Professor of Accounting and Information
Systems, Graduate School of Management, Northwestern
University; and K. Fred Skousen, Associate Professor,
Department of Accounting, and Associate Director,
Center for Business and Economic Research, Brigham
Young University.
The accounting professors will advise
the FTC staff on accounting problems associated with the
line-of-business report program.
They will be in
attendance at the meeting called by OMB to consider
the program (see "OMB" for details).
Export expansion is being encouraged by the GAO, relying
on changes to the Webb-Pomerene Act of 1918.
In a
report (B-172255 of 8/22/73), entitled "Clarifying
Webb-Pomerene Act Needed to Help Increase U.S. Exports,"
the GAO identifies the main purpose of the act, which
is to avoid antitrust litigation by firms that have
formed export trade associations. The report goes on
to add that some modification of its implementation,
however, is necessary if it is to accomplish the intended
objective.
Legislation has also been introduced which
would enhance the effect of this Act.
The Administration's
proposal (S. 1774) would set up a preclearance mechanism
for Webb-Pomerene associations.
If the association
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activities stayed within its stated limitations, there
would be absolute immunity from federal and state
antitrust liability.
GENERAL SERVICES ADMINISTRATION
A formal meeting with industry and professional representatives
was held recently to obtain their views on proposed
federal procurement regulations. The results were
a better appreciation of related problems and a
closer working relationship between the contracting
parties.
There was some agreement by those in atten
dance that the use of the method by the CASB, whereby
preliminary drafts of Board rules, regulations and
standards are submitted for industry comment early after
which the Board makes such changes as it deems appropriate
and then submits a formal draft proposal once again for
comment before taking final action, should be considered
carefully for use by GSA.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
The Administration's education policy has shifted on the
matter of special revenue sharing.
Support for the
Better Schools Act has never developed, although
there is considerable support for consolidating many
federal education aid programs.
The Senate is
currently holding hearings on changes to the Elementary
and Secondary Education Act of 1965 which expires
June 30.
On the House side, Rep. Carl Perkins (D-Ky.),
Chairman of the Education and Labor Committee, hopes
to have a new act reported to full House within the
next few we e k s .
Revised procurement forms and changes to the Department’s
standardized request for proposal format and checklist
for solicitation documents have been published in the
9/10/73 F e d . R e g ., p. 24648.
The purpose of the
amendment is to illustrate the acceptable minimum
requirements for the format and content of requests for
proposals.
HOUSING AND URBAN DEVELOPMENT
Hearings on housing legislation have been scheduled for
10/2/73 and are expected to run for about three w e e k s .
Under consideration is a bill introduced by the House
Banking's Housing Subcommittee Chairman, Rep. Barrett
(D-Pa.).
The bill, HR 10036, contains audit requirements
and the establishment of accounting procedures to be
applied to the block grant programs.
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OFFICE OF FEDERAL PROCUREMENT POLICY
Hearings on the legislation to create the OFPP in the
Executive branch are expected to be called within
a short while.
The Senate Government Operations
Procurement Subcommittee, chaired by Sen. Chiles
(D-Fla.), will take up the Brock bill (S. 2198).
That bill is a companion to HR 9059, on which hearings
were held in July.
On the agency side, the General Services
Administration has provided "lead agency assignments"
on the recommendations of the Commission on Government
Procurement.
These lead agency official contacts and
task group leaders are responsible for developing a
proposed Executive branch position on the 149
recommendations of the Commission.
The entire list
appears in the 9/6/73 F e d . R e g ., p. 24279.
Further
information can be obtained by contacting Mr. H. E.
Tetirick at GSA, 202/343-6194.
OFFICE OF MANAGEMENT AND BUDGET
The public meeting to discuss the FTC's "annual line-ofbusiness report" has been changed to Wednesday,
10/17/73 at 9:30 a.m. in the Department of Commerce
auditorium, first floor, Main Commerce Building,
14th & E Streets, N.W., Washington, D.C.
Further
information may be obtained by calling 202/395-4730.
Budget reform legislation designed to provide the Congress
with more timely information on which to base its
decisions is being considered in both the Houses.
The Senate Government Operations Committee plans to
take up S. 1541 later this month.
The House Rules
Committee is currently conducting hearings on the
legislation.
The proposal provides for budget
projections and pilot testing of major new programs.
Roy Ash, Director of OMB, and Elmer Staats, Controller
General, were the lead-off witnesses before the Rules
Committee.
Both endorsed the principle of the
legislation.
The outlook is that versions of such
legislation will go to the floor of both Houses before
the end of the year.
RENEGOTIATION BOARD
An extension of time for filing financial statements in the
case of persons holding prime contracts or subcontracts
for transportation by water as a common carrier has been
granted.
Such persons have until 12/1/73 to file
statements for contracts performed in calendar year
1972.
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SECURITIES AND EXCHANGE COMMISSION
A revision of accounting rules for stock life insurance
companies has been issued by the Commission (Rel.
33-5420, 9/12/73).
The proposed revision of 7A of Article
S-X provides that after 11/30/73, the statutory basis
of reporting will no longer be accepted and that
accounting shall be done in accordance with the recently
published AICPA audit guide.
A proposal replacing Securities Act Release 5344 has been
issued by the Commission. (Rel.33-5421, 9/12/73).
The
proposed revision covers accounting for disclosure
for reporting differences between income tax shown
and the amount that would be expected based on pre-tax
income.
Municipal bond dealer regulation legislation will be proposed
by Sen. Williams (D-N.J.).
Such a bill would impose
self-regulatory rules on the generally unregulated
tax-free municipal bond business, similar to that of
the NASD.
It would require firms and banks that deal
in municipal bonds to register with the SEC or the
new agency and to meet certain net capital, financial
reporting and business practice standards.
SMALL BUSINESS ADMINISTRATION
The 23rd Annual Report of the Senate Select Committee on
Small Business has been issued (Senate Rpt. 93-357) .
The report provides a considerable amount of information
about small business activities and the role of the
SBA.
In particular the report contains a section
about the SBA's management assistance program which
includes counseling on accounting problems as one
typical service.
Chapter 6 deals with taxation and
discusses the Bible-Evins small business tax reform
bill.
The Institute’s participation in the review of
forms and recommended changes to the tax guide is
mentioned.
Copies of the report are available through
the Committee.
TRANSPORTATION, DEPARTMENT OF
Regulation of travel agencies legislation has been introduced
by Sens. Inouye and Baker.
The bill (S. 2300) was
introduced at the Administration's request.
It would
amend the International Travel Act of 1961 by creating
a Bureau of Travel Agents Registration within the DOT.
The Director of that bureau would publish regulations
which would, among other things, establish the
necessary qualifications for sound financial practices
by registered travel agents.
In addition, the DOT
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would, by rule, require applicants to make an adequate
showing of financial responsibility to engage in such
business.
TREASURY, DEPARTMENT OF
A "D.C. Development Bank" legislative proposal has been
submitted by the Department to the Congress.
In his
forwarding remarks, the Secretary pointed out that
this would provide for expanded economic development
within the District of Columbia.
The proposal contains
an audit requirement, calling for annual audits by a
CPA licensed in the District.
Hearings on state taxation of interstate commerce will be
held 9/18 and 19.
The Tax Division is considering
submitting a written statement for the record, supporting
the provisions of the Mathias bill (S. 1245) which
seeks to resolve a number of presently troublesome
tax issues on an equitable basis.
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